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THE REPARATIONS PROBLEM 1 

By Frank H. Hankins, Ph.D. Professor of Sociology in 
Clark University; now on sabbatical leave in France 

The London conference has failed, even as the conserva- 
tive parties in both France and Germany wished it to fail, 
to settle the knotty question of indemnities. Failure was 
foreseen; some say that the French advocates of a strong 
policy had determined that it should fail; in any case the 
Gare de l'Est was closed to civilian traffic on the Thursday 
before the Monday on which the German counter proposals 
were rejected. Many are they who assert that the lead- 
ing men of Germany likewise were determined to avoid 
an agreement. Paris watched the proceedings at London 
with mingled hopes and fears. Some have wished failure 
and now rejoice that Allied troops are stationed in the heart 
of the industrial district of the Rhine. Others have feared 
failure and are now dreading the complications and bur- 
dens of a new military adventure. On the whole, however, 
there is a feeling of relief that the suspense of indecision is 
at an end. As he Rappel says (March 8), "Anything is 
preferable to the abominable uncertainty that was depress- 
ing every body and which was furtively leading victory to 
bankruptcy." France has assured herself that Germany 
is in no condition to offer resistance, for a move that looked 
like a serious military action would be far from popular; 
moreover, her moral position is greatly strengthened at 
home and abroad by the strong support of Lloyd George 
and by the blundering diplomacy of the German govern- 
ment. 

The London conference appears as merely another but 
rather important effort to make the peace. The first great 
effort was the treaty of Versailles, formulated on the ancient 

1 Written in Paris, March 11, 1921. 
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and time-discredited models, a treaty of hatred and revenge, 
which has sown war and death broadcast all over eastern 
and central Europe and western Asia. Therein Germany 
had signed that she alone was responsible for the war and 
had agreed to make good the costs and damages. Then 
came a series of conferences at Boulogne, Spa, Brussels, 
and now at London in which efforts have been made to 
settle the amount that Germany should pay and the manner 
of payment. Naturally and inevitably all have failed and 
the Allies find themselves compelled partly by the logic of 
their position and partly by the pressure of interests back 
of them to endeavor by force to again compel the Germans 
to sign their bill of penalties. 

As regards the economic aspects of the problem French 
public opinion has traveled during the past two years most 
of the way from romanticism to realism. After the armis- 
tice there was, naturally, unbounded rejoicing. There was 
a widespread popular illusion that France was to be flooded 
with German gold; that full payment could and would be 
exacted for all expenses and losses. Under this illusion, 
as well as under the unavowed dream of a sort of military 
and political hegemony in Europe, governmental expendi- 
tures continued on an immense scale of reckless extrava- 
gance. The failure of the budget to balance was not for a 
long time a matter of concern for the indemnity would be 
large and would cover all deficits. As time passed difficul- 
ties were encountered in the practical realization of the 
indemnities; funds had even to be advanced to hasten the 
delivery of German coal. The Petite Entente proved a 
frail organism and the return of Constantine upset a whole 
array of grandiose schemes. It became necessary to float 
a 5 per cent and then a 6 per cent loan. At the same time 
that there was a severe pruning of the budget the taxes 
were advanced to a higher level than during the war. 
Meanwhile the cost of living failed to come down appre- 
ciably, the public quit buying and an industrial depression 
was added to the difficulties. Just at this time the budget 
estimates for 1921 showed that receipts would fall short of 
expenditures by somewhat more than twenty billion francs. 
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With still further public loans an inevitable necessity it 
became necessary to put the indemnity matter on a realiz- 
able basis. In consequence of this series of events there 
has been a gradual but as yet only partial disillusionment 
of the popular mind. At no time has the government taken 
the public fully into its confidence by telling either the 
difficulties of the indemnities question from the economic 
viewpoint or the ulterior aims of French policy. Instead 
there has been constant emphasis on two points; the ability 
of the Germans to pay and their efforts at evasion; and the 
crying necessity of payments if bankruptcy were to be 
avoided. Meanwhile months were spent by the Allies in a 
vain effort to bring themselves to an agreement as to what 
the Germans would be able to pay; and the unwillingness of 
the Germans to accept the Allied estimates was readily, 
and quite probably correctly, construed as evasion. At the 
same time the most popular policy in France for collecting 
the indemnity was to divide Germany into politically inde- 
pendent parts and assess upon each its due share. Mean- 
while the hopes of Germany were based on the possibility 
of some rift arising in the ranks of the Allies wide enough 
to enable her to escape easily by making special bids for 
British and Italian favor. 

The Paris conference at the end of January finally fore- 
shadowed definite action. It had been preceded by a 
change of ministers in order to have a more agile personality 
confronting the British prime minister. The chamber of 
deputies and the Paris press were loud in the demands that 
there be an end of evasion and concession and that the 
Germans be brought to terms. There was a dramatic 
moment when the French financial experts, who seemed 
oblivious of the months of labor that had gone before and 
into the Boulogne conference, brought in an estimate 
double the amount that had been previously tentatively 
agreed upon. Lloyd George was compelled to insist that 
a "reasonable" figure must be set. Thereafter a complete 
cessation of deliberations for twenty-four hours must have 
set all the German chauvinists laughing in unfeigned glee; 
but the conference resumed and came to a quick and deci- 
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sive agreement to demand two hundred and twenty-six 
billion francs in graded payments during forty-two years. 

Then followed the conference just ended at London. A 
comedy, were the situation less serious; a tragedy, were it 
not that in all probability it is intended more as a grand 
gesture and is preliminary to a more conclusive conference 
for which public opinion will have been somewhat prepared 
by the results of this one. The Allies must on the whole 
prefer peace and reparations to a limitless vision of force, 
disturbed economic conditions, and undiminished rancor. 
Germany must prefer the speedy resumption of economic 
relations and the freedom of her soil to the irritations of 
foreign troops and the stifling effects of uncertainty. Hence 
seems likely a new conference in which it may be hoped the 
conferees will be less driven by domestic political necessi- 
ties, may assume less fixed and less dramatic attitudes, 
and can consult on the plane of business sense. 

The outcome of the London conference is variously 
viewed by the Paris press. In the first place it may be 
said that there is general satisfaction that some definite 
action has been taken. And this no doubt temporarily 
saves the Briand ministry. It was hardly expected that so 
happy a result could be achieved, it being freely prophesied 
that Briand would fall on his return from London. He had 
been sent with the most solemn and incisive warnings that 
he would yield one jot or tittle of the Paris Accord at his 
peril. To be sure Lloyd George had warmly espoused the 
doctrine of standing firm on the basis of the Paris demands, 
but there was no over-weening confidence at Paris that he 
would not modify his position before the end of the week. 
Moreover, it was recognized that the elevation of ex- 
President Poincare to the headship of foreign affairs in the 
senate was an indication of growing strength of the more 
militaristic group — a group which was advocating a "march 
to Berlin" "with the support of England if possible but 
without it if necessary." An advocate of a "stronger 
policy" will therefore not succeed Briand at once, but it is 
worth noting, as La Victoire puts it, that "There is not a 
Frenchman who is aware of the state of mind of the public 
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and of parliament but knows that if Briand had made the 
least new concession he would not have remained in power 
twenty-four hours." 

But while there is general agreement in all but the radical 
press that the time had come to act, there is considerable 
difference of opinion as to the efficacy of the action taken. 
It is pointed out that the mere occupation of additional 
territory is not in itself an effective move. The Germans 
are already accustomed to this; they have in fact plead 
their inability to pay as much as the Allies have demanded 
and have defied the Allies to come in and take what they 
want. But it is agreed that forceful action had become 
necessary and inevitable, for the conferences have shown 
conclusively that "Germany is not a willing debtor. Coer- 
cion alone can be efficacious." There must, therefore, now 
be no recession; a policy of force once having been entered 
upon must be pursued with energy and decision. "Action 
must not be less energetic than the decision. The Allies 
will be lost if they hesitate to strike after their threat" 
(L' Eclair, March 7). M. Jacques Bainville one of the 
leading French publicists writing in L' Action Frangaise 
(Royalist, March 9) accepts the German defy by declar- 
ing, "If we wish to have reparations we must go and search 
them out and take them." He then makes a strong plea 
for the complete separation of German territory west of the 
Rhine from the rest of Germany by a customs barrier the 
administration of which shall be completely in Allied hands. 
This is the policy being adopted and time alone will tell 
whether its purpose is to collect indemnity or to dismember 
the German nation. On the same evening La France 
pointed out that the three occupied cities could be levied 
on for a handsome tribute and asked why that had not been 
done. It demanded also that the public services of all 
sorts, transport, gas, electric, postal, etc., be seized and 
their revenues appropriated. These latter suggestions are 
clearly a counsel of despair; but they reveal a willingness 
to go to any limit to exact payment and the preparation of 
opinion for more extensive measures if they prove opportune. 
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While the conservative press is thus pressing for vigorous 
action, the news that armies may soon again be on the 
march has not failed to produce many a note of caution 
and expression of fear from the moderate press, and the 
whole policy is condemned in most vigorous terms by the 
extreme left. While the majority opinion attributes the 
rupture of negotiations to the clumsy diplomacy of Dr. 
Simonds or the wilful obstinacy of the haughty German 
conservatives, the radical press attributes it equally to the 
fixed determination of the French militarists and imperial- 
ists to force a break. Thus L'Humanite (Communist, 
March 7) says, "The treaty of Versailles dictated by French 
militarism and by the mercantilism of British capitalists 
ought to be revised;" it speaks of the "fabulous sums" now 
being demanded as "the tribute of slavery;" and declares 
that the use of force can only nourish the spirit of revanch 
in Germany on the basis of which "French militarism will 
seek tomorrow for further means of extending and inten- 
sifying its action of violence." 

These are only the differences of factional interests to 
which we have grown accustomed during recent years. 
No doubt the German papers will quote with satisfaction 
the views of L'Humanite and lay stress on the fact that it 
has a circulation of 100,000; for in a similar manner the 
French papers find satisfaction in quoting the Freiheit 
and the Vorwaerts. Have you not been struck with the 
remarkable fellow-feeling which has prevailed for some 
years between the capitalists of one country and the social- 
ists of another? Liebknecht was the only good German 
during the war because he plotted revolution. This is 
still true. The revolutionists of Germany are for the con- 
servatives of France the only Germans with the gifts of 
common-sense and clear vision and vice versa. Le Temps 
(March 5) finds that the Vorwaerts speaks with "great 
wisdom" when it accuses Herr Stinnes and his associates of 
plotting against the German Republic and against world 
peace and approves whole-heartedly the idea advanced by 
the Vorwaerts that the creditors of Germany have a right 
to participate in the development of German wealth and 
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that this can best be done by a system of variable annuities. 
But Le Temps (March 9) repulses with vigor the sugges- 
tions of UHumanite that French militarism plots the con- 
tinued ruin of central and eastern Europe, and that it 
is a combination of the spirit of military domination and 
capitalistic exploitation which is now keeping Europe in a 
turmoil through a determination to rule or ruin, enslave or 
destroy. 

If now one try to seek out the fundamental factors back 
of this endless reparations muddle, what does one find? 
The thesis advanced in the following paragraphs is that 
there is such a deadlock of political feelings and of economic 
interests as to make a peaceful solution almost impossible, 
if not quite so, in the present stage of world organization. 
Governments are forced into uncompromising attitudes by 
the conditions of public opinion at home. At the same 
time there is an irreconcilable conflict between the desire 
for indemnity and the desire to prevent the restoration of 
German trade. No instrument of world justice exists; 
hence a policy of dictation by the stronger becomes the 
despairing device of an outraged and yet baffled public 
sentiment. Let us examine the situation as it appears to 
an observer of the French situation. 

In the first place and uppermost in public thought is the 
condition of the budget as already stated. While the talk 
of possible bankruptcy may be taken as an easy way of 
saying that the outlook is far from roseate, there being no 
danger of an actual collapse, it should be emphasized that 
France staggers under a prodigious public debt; her taxes 
are high; the opinion that the German people are less, 
heavily taxed has been carefully nurtured, as also the belief 
that while French workingmen are either idle or living in 
penury the German workingmen are employed at good 
wages. Hence, without envisaging clearly how Germany 
can make payments so as to directly benefit the French 
treasury, the demand that Germany pay, pay quickly and 
pay abundantly has become a resounding chorus. 

Then the public still feels keenly the losses and sacrifices 
of the war. What the Germans would have done to France 
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had she been victorious is perfectly clear and often repeated ; 
"they would have left us only our eyes with which to weep" 
is a favorite way of stating it. Hence the perfectly justifi- 
able and readily understandable demand that the despoiler 
be made to make amends. Moreover, in spite of the dis- 
illusionment above mentioned, there is still an element of 
romanticism in the popular attitude, and, so I am told, 
also in that of the majority of the chamber of deputies, as 
to the ease of payment and the beneficent effects thereof 
on the welfare of the nation at large. A quite intelligent 
man in charge of a modest business told me with utmost 
assurance that the Germans could send over a few tons of 
real money and thus make a good beginning — for had he 
not shortly after the armistice seen an abundance of money 
in Germany! There has been almost no orientation of the 
French public into the economic difficulties and conse- 
quences of indemnities. Utterances in public have, with 
rare exceptions, been limited to repetition of the obviously 
just claim that the ravishers of humanity be made to pay; 
that it is intolerable that the burdens of the "conquerors" 
should be heavier than those of the "vanquished." Thus 
the political aspects of the problem dominate the economic. 
Members of the chamber of deputies must outdo each other 
in patriotic zeal by the vigor with which they denounce 
German duplicity, praise French forbearance, and urge the 
adoption of a stronger policy. The prime minister must 
make an impressive showing regardless of actual achieve- 
ments, or lose his official head. Even the intimation by 
any one in authority that the matter is intricate and may 
have undesirable reactions is sufficient to raise doubts as 
to his patriotism and endanger his political future. 

This political aspect of the situation is worthy of emphasis 
for an exactly similar state of mind is found in Germany. 
The points of fixation are different to be sure but the results 
are the same. The government is forced into an uncom- 
promising and stubborn attitude for otherwise there would 
be at least a change of ministers and possibly efforts at 
revolutionary manifestations by the even more extreme 
right. Dr. Simonds is loudly and enthusiastically acclaimed 
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on his return to Berlin except that the conservative press 
gives vent to more or less bitter recriminations because in 
his counter-proposals he manifested a willingness to meet 
the Allies with a compromise. In both France and Ger- 
many the militarists who wish to keep alive the fighting 
spirit and the politicians whose chief claim to distinction 
is their burning zeal for the dear fatherland or the glorious 
patrie keep alive a feeling of suspicion and hatred. Con- 
sequently any proposal by one country must be denounced 
by the other in the name of justice and resisted in the name 
of all that is holy. If the conferees should agree upon the 
amount of the indemnity there would be a change of min- 
isters in both these countries, in Germany because the 
country was being sold into slavery and in France because 
the criminal was being allowed to escape and France 
deprived of her just due. 

England has passed out of this frame of mind to a very 
large degree. In the British press one finds numerous 
editorials and letters from readers discussing the pros and 
cons of the economic aspects of the matter, such articles as 
have appeared nowhere in the French press. As will be 
seen below Lloyd George has understood the bearing of the 
indemnity on international trade at least since the days of 
Versailles. His present policy seems to be to force matters 
to a more realistic basis. He would prevent a ministerial 
overturn in France at this juncture and thus forestall the 
adoption of a rash and extreme policy by that country; at 
the same time he would convince the Germans that they 
count in vain on such a breach between the Allies as will 
permit them to escape from their just punishment. 

Sufficient has been said to indicate that in view of the 
internal political feeling in France and Germany a solution 
by agreement does not seem probable at this time. The 
deadlock in the realm of politics and diplomacy seems 
nearly complete. The emotions are those to which we are 
wont to give highest praise when felt by ourselves; and 
yet there are those which we can never understand in our 
enemies. Another conference must come sooner or later. 
Let us hope that by that time popular orientation may lead 
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to less uncompromising attitudes, a more business-like 
approach, less grandiose eloquence and fewer theatrical 
gestures. In any case it is to be sincerely hoped that the 
over-weening confidence of the French enthusiasts for the 
policy of force may not lead to such extreme action as will 
compel Lloyd George to throw his weight against French 
policy. In the present state of mind of the French a dis- 
ruption of Allied unity might well lead to a policy of des- 
peration and a new spilling of blood over a good part of the 
European continent. 

And it must not be overlooked that however close France 
and Great Britian are in their common sentiments toward 
Germany they do not have interests exactly in common in 
all phases of the indemnity question. France chokes with 
indignation when she thinks of her devastated factories 
while those of Germany are intact. Hence she resents 
bitterly the readiness of the British to resume trade relations 
with the former (and present) enemy. The campaign of 
denunciation throughout France against this action by 
Great Britain a few months ago was an illuminating example 
of the depth of international amity. It was everywhere 
blazoned forth that England was the chief beneficiary of 
the war; she had gotten all she sought — colonies, destruc- 
tion of German trade, navy and merchant marine; and 
now she was seeking to gather the early fruits of after-war 
reorganization in Germany. England was denounced as 
a nation of shopkeepers with ho principles of honor but 
only policies of good business. The fact is, of course, that 
the English nation lives by its trade and manufactures; it 
badly needs a restored Germany for its own prosperity; but 
France fears a restored Germany even as she loves her own 
life and deeply resents the willingness of her allies England 
and Italy to aid in a Boche revival. The French fear that 
once trade bonds are strongly re-established England may 
lose her willingness to exert pressure upon Germany to 
carry out an indemnities agreement. As the Paris corre- 
spondent of the Journal de Geneve (March 11) says, 

When Germany feels sufficiently strong to oppose a definite re- 
sistance she will refuse absolutely to carry out the reparations 
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agreement. In Paris there is the conviction after the experiences 
of the last few days that, in order to succeed, it will be necessary 
to hold guarantees during the entire period of the arrangement. 
Will England see the matter in the same light? Unfortunately, 
the English are constantly disposed to lose sight of the necessities 
of the situation. There is the peril of the future. 

It is here that we approach the cruel dilemma in which 
France finds herself. She must have a large indemnity; 
but such an indemnity can only be paid by the exportation 
of large quantities of German goods. This means a revival 
of German trade; it means the employment of German 
labor and German capital making goods which may shut 
out French goods from the French market and prevent 
French workmen from finding employment in French fac- 
tories. France can have the indemnity so much needed to 
restore her devastated areas and repair the breach in her 
budget only by recreating the German ogre which may 
devour her in the future. No doubt there are those who 
would be willing to destroy the menace utterly and forego 
the indemnity. This, however, is impossible. Nor is it 
possible to so pillage the country that famine and starva- 
tion ensue. Ways are therefore sought to satisfy the 
demand that something vigorous be done, without at the 
same time doing anything very vigorous in the commercial 
way, and at the same time the entire process must be con- 
trolled through a long term of years. An arrangement 
extending over five years only is out of the question from 
the French point of view for obvious reasons. Germany 
might then be strong enough to resist; the international 
situation may well change meanwhile; if a war of revenge 
should come and France could not secure a sufficiently 
strong coalition she would go down in certain defeat. 

A closer examination of the problem in its more technical 
aspects does not dispose of the difficulties of the French 
position. Obviously the first step is to arrive at some con- 
sensus of opinion as to the amount to be demanded from 
Germany. It is agreed that she cannot pay as much as she 
ought but should be required to pay as much as she can. 
But this is a question which cannot be answered in an 
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absolutely definite manner. What she can pay now or 
during five years can be determined with a degree of exact- 
ness; what she will be able to pay during a generation can 
be only guessed at. The Germans themselves offer more 
than Mr. Keynes thought they would be able to pay, but 
not much more than half the sum fixed in the Paris accord. 
There are many variables in the problem and it should 
be clear that whatever amount is set is an arbitrary one. 
From the Allied point of view there is every reason to 
avoid a fixed figure in order to permit a readjustment of 
the amounts to the increasing ability of Germany if trade 
is resumed on a great scale, except that it is necessary to pin 
her down to a definite agreement of some sort. Similarly, 
though the Paris accord is not a part of the treaty and the 
Germans are not under treaty obligations to accept its 
figure, yet an agreement by common consent being impos- 
sible the Allied estimate might just as well be taken as the 
basis of operations. But it should not be lost from view 
that even though the Germans should consent to pay a 
definite sum during the next thirty or forty-two years, 
there is no certainty that they would be able, even though 
willing, to pay it. Their ability to pay will depend very 
largely on factors outside their own control of which the 
most important are, first, the willingness of the world to 
buy German goods, and secondly, the willingness of the 
world's bankers and investors to lend their real money for 
German promises to pay in the more or less distant future. 
But assuming that a sum is fixed, the manner of payment 
is even more thorny. The naive conception that Germany 
could pay in gold has been the happy day-dream of only 
the illiterate. The quantity of gold available is relatively 
insignificant; to take it would still further derange inter- 
national exchanges and constitute another obstacle to the 
restoration of European economic stability; moreover, we 
should need either to support German credit to enable her 
to live or else (or even at the same time) face the bitter 
competition of a nation that measures much of its costs of 
production in an almost valueless paper money. German 
material, productive capital and wealth cannot be trans- 
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ported; her railways, factories, farms, forests and mines are 
attached to the soil. Neither can these be worked by our 
labor, nor indeed by German labor under the compulsion of 
Allied military force. To be sure the latter method is 
possible but not as a producer of an indemnity. Even the 
proposal to employ German labor in France, Belgium and 
England has been abandoned as impractical. While these 
countries have thousands of their own workmen out of 
work they have no use for German chattels. There is still 
some talk of the use of German workers in the devastated 
areas but not only does idle French labor object but there is 
public opposition to anything that looks like a German 
colony in northern France. 

There is no substantial alternative, Germany must pay 
in the form of exported goods. But with what goods sold 
to whom? It might be supposed that at least there would 
be no objection to. the Germans sending materials for the 
restoration of the devastated areas. By no means. If 
this be done then German labor and capital are employed 
and German contractors get the profits. On the other 
hand if the contracts are placed through the French govern- 
ment with French firms then French labor and capital are 
employed and French concerns gather the profits. This 
may be a more significant feature of the matter than appears 
on the surface, for the twelve billions of francs to be spent 
this year in restoration should make more than one com- 
fortable fortune for favored individuals. Moreover it is 
charged in the less conservative press that certain indi- 
viduals (named in the French papers) who have stood close 
to Briand in the London negotiations and who are also 
largely responsible for the restoration work are important 
directors in concerns holding restoration contracts. But 
whether this latter gossip be taken seriously or not, it is 
evident that even in the matter of wiping out the physical 
scars of the war there is a direct and irreconcilable opposi- 
tion between the interests of those who direct the economic 
forces in France and the similar individuals in Germany. 

As regards England there is a similar situation. Lloyd 
George pointedly asked in 1919, "Who wants German 
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goods? We cannot take German goods by way of repara- 
tion and so rob our own work-people of their livelihood. 
Neither can we take raw material to any considerable 
extent because we have to consider the obvious effect of 
depriving Germany of her very means of subsistence." 
The case of Austria is a sufficiently distressing illustration 
of the significance of this last sentence. The reparations 
commission at Vienna instead of extorting exactions for 
criminal offences has been compelled to seek means of 
saving the expiring economic life of Austria from passing 
into a state of complete inanition. Lloyd George went on 
to say, "Moreover, we do not want them. Who, for 
example, wants to flood the British market with German 
coal?" (Sisley Huddleston, "Peace Making at Paris"). 
This reference to coal can now in 1921 be made a pointed 
illustration of the difficulties involved from the economic 
viewpoint, for while the Westphalian miners are working 
overtime and German coal is moving in considerable quan- 
tities into France, the British miners who formerly supplied 
the French market are suffering from unemployment. 
With her factories intact and a rate of exchange which 
makes her now and for years to come the best buyer's 
market in the world German competition may well prove 
formidable. 

Moroever there is this fundamental difference between 
goods brought in by way of indemnity and those brought 
in in the normal course of trade that the former, not having 
to be paid for by exports, furnish no stimulus to home 
industry. Under normal conditions the larger the volume 
of imports the greater the volume of exports and of home 
industry. But an indemnity may well be only the most 
pernicious form of dumping, whereby cheap foreign goods 
enter the home market at ridiculously low prices and drive 
out the home product. Moreover the indemnity gives a 
corresponding stimulus to German industry by furnishing 
a vast and steady market. At the same time, since the 
goods sent out in payment of indemnity create no bills of 
exchange the value of the mark is not appreciated thereby, 
so that one of the conditions which makes Germany so 
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good a buying market is perpetuated. It is not to be 
wondered that informed British opinion has been debating 
the question, "Can we afford to receive the indemnity?" 
French public opinion is only now awaking to the fact that 
the problem exists. Each country hopes that the other 
will furnish the necessary market for the goods with which 
Germany is to pay. The United States especially is looked 
to in great hopefulness, but will the new American indus- 
tries in chemicals, drugs, dyes, electrical supplies, etc. 
submit to German competition under present conditions 
without substantial protection which will reduce the Ger- 
man imports to a small figure? 

Of course as this feature of the matter has become 
clearer new features of the proposals have appeared. The 
Allied governments first devised the 12 per cent export 
tax as a means of checking the flow of German manufac- 
tures. Under the newer plan the purchaser will pay from 
30 to 50 per cent of the purchase price to his own govern- 
ment and the German government will reimburse the Ger- 
man producer for this subtraction. This must mean in 
most cases that the price of the goods on leaving Germany 
will be substantially increased and the reimbursement 
process made a paper transaction. The primary purpose 
of these proposals is to check the flow of goods by raising 
their price. But here again the irrepressible dilemma again 
asserts itself. As Le Temps (March 8) points out, such 
taxes will reduce the goods exported and thus the total 
indemnity realizable at any given time. "Moroever, this 
tax would not be an indemnity paid by Germany, but an 
impost paid by the consumer of the German goods. And 
finally, fraud would be remarkably easy; one would have 
only to 'denationalize' the goods by passing them through a 
country which did not levy this tax." An illustration of 
this latter point is found in the Hardmuth pencils now sold 
all over Paris but marked, "Exported from Checko-Slo- 
vakia." Moreover the 30 to 50 per cent proposal can be 
applied only in England, Belgium, France, Italy and Japan. 

Enough has been said to make clear that the dilemma on 
the economic plane is a real one. It not only exists but it 
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is not at all clear that it can be solved. The Germans can 
export largely and pay largely; or a world boycott can be 
established against them and the indemnity charged to the 
loss and gain account with the explanatory note, "Loss of 
just claims due to world economic disequilibrium and inter- 
national suspicion." A sufficiently well-organized boycott 
might readily crush the Germans into starvation and 
revolution or a war of desperation. It would doubtless 
produce death and migration and the demoralization of 
German national life. To endeavor to take by force the 
fruits of compulsory labor would produce hate and turmoil 
but little indemnity. But with moderation and honest 
purpose it ought to be possible to find such an adjustment 
of German exports to each country's needs as would make 
possible a substantial indemnity without serious injury to 
the home industries of any country. 

But it is possible that in view of the above mentioned 
difficulties the fundamental aim of French policy may be 
less to secure a large indemnity than to safeguard the future. 
At bottom French foreign policy seems to be a combina- 
tion of fear for the future peace and safety of the country 
and a desire to satisfy the human longing for prestige. If 
France would be first on the continent she would also be 
safe from a German menace. For this reason the policy 
of dismemberment of Germany has been popular. Per- 
haps this establishment of a solid economic barrier along 
the Rhine is only a first but very important step in a defi- 
nite policy. It may be recalled that in the secret treaty 
of February, 1917, between France and Russia which the 
Bolshevists had the shamelessness to publish it was agreed 
that the German territory west of the Rhine should be set 
up as a separate and autonomous state. Poincare was 
then president and Briand prime minister. This policy 
was tenaciously pursued by Clemenceau at the Peace Con- 
ference and has up to now been widely advocated in the 
press. This method of applying "sanctions" may ulti- 
mately appear as a return to this traditional French policy; 
in that case it will not be so clear that the Germans alone 
by their stiffness manifested a desire to break off the nego- 
tiations. 
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Does it not seem probable from the foregoing analysis 
that the indemnities problem is insoluble on the basis of 
present negotiations? A deadlock in the realm of polit- 
ical emotions accentuates the insoluble dilemmas in the 
realm of trade and economic relations. National conceit 
and fear in France gives a long leash to the advocates of a 
strong policy; national conceit, chagrin and the desire for 
revenge in Germany force an attitude of defiance and obdu- 
rate obstinacy. We may prefer the French attitude to the 
German, but we do well to choose neither. It is certainly 
no time for serious-minded observers to give way to feel- 
ings of outraged sentiments nor nurse a spirit of vengeance. 
The European world, already in a state of indescribable 
chaos, drifts toward a state of even blacker anarchy. 
Meanwhile the nouveaux riches make the night life of even 
death-haunted Vienna brilliant and gay while debauchery 
and starvation play havoc among the on-coming genera- 
tions. The world is in deplorable need of a super-authority 
able to speak with a voice of finality and justice. Perhaps 
with the aid of neutral judges it may be possible to secure a 
settlement of the reparations enigma. Certainly the con- 
clusions of American representatives would carry great 
weight in both France and Germany. But having no 
effective institutions of international government and 
good will there is no immediate prospect of the restoration 
of an enduring peace. 
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